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TO SECSTATE WASHDC IMMEDIATE 3635 

SECRET CAIRO 4291 

EXDIS 

FOR THE SECRETARY FROM AMBASSADOR 

E.O. 11652: GDS 
TAG: EAID EG 

SUBJECT: FAHMY ON US WHEAT ASSISTANCE 

1. AT VISITING ITALIAN FONMIN RUMOR'S RECEPTION FOR 
FAHMY LAST NIGHT, THE LATTER PULLED ME ASIDE TO SAY HE 
HAD JUST HEARD WE ARE PRESSING GOE TAKE PART OF OUR 
PROMISED WHEAT FOR EGYPT IN WHEAT FLOUR. HE WAS IRATE 
ABOUT THIS. NOTHING HAD BEEN SAID ABOUT WHEAT FLOUR IN 
HIS EARLIER DISCUSSIONS WITH YOU ABOUT WHEAT FOR EGYPT. 
HAD THIS BEEN MENTIONED, HE WOULD HAVE DEMURRED. GOE 
NEEDS WHEAT, NOT WHEAT FLOUR. HE REPEATED SHAZLI S 
EARLIER POINT ABOUT RESIDUE ' BRAN" AFTER MILLING BEING 
USED FOR FODDER. IF USG REALLY TRYING TO HELP EGYPT, 

HE CONTENDED RATHER SHARPLY, IT SHOULD HONOR ITS COMMIT- 
MENTS THE WAY THEY WERE MADE AND NOT TRY TO ALTER THEM 
INTO SOMETHING THAT IS OF LESS USE. 

2. 1 TOLD FAHMY THAT WE ARE HONORING OUR WHEAT 
COMMITMENT. THE FACT THAT WE ARE URGING THE GOE TO 
TAKE PART OF THAT IN WHEAT FLOUR REPRESENTS NO 
UNILATERAL ALTERATION OF OUR COMMITMENT. I HAD 
DISCUSSED THIS WITH FORMER MIN TRADE MATBOULI, WHO HAD 
AGREED. (I DID NOT MENTION THAT MATBOULI AGREED ONLY 
RELUCTANTLY.) FAHMY EXPLODED THAT MATBOULI WAS NOT NOW 
IN GOVERNMENT AND SHOULD NEVER HAVE AGREED TO THIS. I 
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OF ONE EGYPTIAN GOVERNMENT WILL BE HONORED BY THE NEXT. 

3. FAHMY THEN MADE AN IMPASSIONED PTE A THAT WE REVERT 
TO PROVIDING ONLY WHEAT, NOT WHEAT FLOUR. I TOLD HIM I 
DID NOT THINK THIS WAS POSSIBLE. WE ARE PROVIDING A 

WHEAT FLOUR EQUIVALENCY AND CONSIDER THAT WE ARE FULFILLING 
OUR COMMITMENT IN GOOD FAITH. EGYPT DOES IMPORT WHEAT 
FLOUR. APART FROM THIS, HE SHOULD KNOW THAT US MILLING 
INDUSTRY IS PRESSING THAT PART OF OUR COMMITMENT BE 
DISCHARGED IN WHEAT FLOUR. I ALSO REMINDED FAHMY THAT 
WHEAT FLOUR CAN BE TRANSPORTED FROM THE PORT DIRECTLY 
TO THE USERS WITHOUT FIRST HAVING TO GO THROUGH THE 
MILLING PROCESS. I RECALLED THE CABINET HAD AT ITS LAST 
MEETING CONSIDERED HOW TO IMPROVE THE QUALITY OF BREAD. 

US WHEAT FLOUR WILL HELP IN THIS REGARD. I DID NOT SEE 
HOW THE ARRANGEMENTS AGREED UPON WITH MATBOULI COULD 
BE CHANGED. 

4. FAHMY WAS CLEARLY UNHAPPY. HE NOTED THE CABINET 
IS DUE TO DISCUSS THE QUESTION TODAY. CLAIMING WHEAT 
FLOUR IS BEING FORCED UPON EGYPT AGAINST ITS WILL, 

HE ASKED IF IN THAT CASE ADDITIONAL QUANTITIES OF 
PL 480 WHEAT CAN BE OBTAINED. I TOLD HIM THIS WAS 
VERY DOUBTFUL. 

5. COMMENT: WHILE I RECOGNIZE USDA'S AND US MILLING 
INDUSTRY'S DESIRE TO EXPORT WHEAT FLOUR, I THINK THE 
EGYPTIANS HAVE A POINT THAT IN PRACTICAL TERMS WE ARE 
SHORTCHANGING THEM ON OUR COMMITMENT. THEY USE OUR 
PL 480 WHEAT NOT ONLY TO MILL FLOUR, BUT ALSO RESIDUE 
BRAN AS FODDER. BECAUSE OF SUPPLY PROBLEMS, THE COST OF 
FODDER IS EXTREMELY HIGH, EVEN HIGHER THAN WHEAT. IT IS 
FRANKLY REGRETTABLE THAT A POSITIVE IMPACT PROGRAM SUCH 
AS OUR PL 480 WHEAT SHOULD BE SOURED BY OUR INSISTENCE 
THAT THE EGYPTIANS TAKE WHEAT FLOUR, WHICH THEY DO NOT 
REALLY WANT. IT IS AN UNNECESSARY IRRITANT AT A TIME WHEN 
WE HAVE BIGGER FISH TO FRY HERE. AS INDICATED ABOVE, I 
GAVE FAHMY NO HOPE THAT THIS CAN BE CHANGED. HOWEVER, IF IT 
IT CAN BE, I THINK WE SHOULD DO SO. IF IT CANNOT, IS THERE 

ANY POSSIBILITY OF GIVING THE EGYPTIANS ANOTHER 50,000 TONS 
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OF WHEAT AS A PALLIATIVE? 
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